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INTERESTING PROPOSALS OF THE AMP WORKING PARTY 
ON A NEW PRICING SYSTEM 
I - BACKGROUND 
The W o r k i n g P a r t j ' ( T a s k F o r c e ) t o r e v i e w t h e AMP and t h e 
GMS w a s a g r e e d u p o n a t t h e M e e t i n g o f t h e S i x t h Common M a r k e t 
Couti is i l o f M . i n i s t e r s j i n t h e l i g h t o f « o m p l a i n t s and d i s s a t i s -
f a c t i o T j so e x p r e s s e d h y t h e M B C ' s and L D C ' s a l i k e , a s an 
a d e q u a t e i n s t r u m e n t f o r f o s t e r i n g d e v e l o p m e n t o f p r o d u c t i o n and 
T r a d e i n a g r i c u l t u r a l p r o d u c t s i n t h e r e g i o n » The f o l l o w i n g 
a r e the- t a r m s o f r e f e r e n c e o f t h e W o r k i n g P a j i t y s 
"s 8 ^ « p r e p a r e an a p p r o p r i a t e p r o g r a m m e o f m e a s u r e s f o r 
M i n i s t e r i a l c o n s i d e r a t i o n w i t h r e s p e c t t o a r r a n g e m e n t s 
f o r i n t r a - r e g i o n a l t r a d e i n a g r i c u l t u r a l p r o d u c t s on 
t h é b a s i s of s t u d i e s w h i c h t h t S e c r e t a r i a t h a s b e e n 
a s k e d t o u n d e r t a k e 
and 
c o o o t o p a y p a r t i c u l a r a t t e n t i o n t o t h e A g r i c u l t u r a l 
M a r k e t i n g P r o t o c o l and t o s u b m i t f o r c o n s i d e r a t i o n 
a t t h e n e x t M e e t i n g o f C o u n c i l p r o p o s a l s f o r r e v i e w s 
i n c l u d i n g a new f o r m u l a f o r f i x i n g p r i c e s e " 
Due t o t h e r e l a t i v e l y s h o r t t i m e p e r i o d , a l l o w e d by t h e 
C o u n c i l f o r s u b m i s s i o n o f a new f o r m u l a f o r f i x i n g p r i c e s , t h e 
Í 3 t h AMP m e e t i n g , c o n v e n e d i n J a m a i c a f r o m 20-=-22 A u g u s t 1 9 7 5 ? 
c o n s i d e r e d t h e p o s s i b i l i t y o f p r e s e n t i n g an i m p r o v e d p r i c i n g 
m e c h a n i s m f o r t h e AMP n o t i n t h e O c t o b e r b u t by t h e D e c e m b e r 
m e e t i n g o f C o u n e i l i ® The 1 3 t h AMP m e e t i n g d e c i d e d on t h e 
f o l l o w i n g c o m p o s i t i o n o f t h e W o r k i n g G r o u p s 
"Mr» La-wrence C r o s s - G e n e r a l Manager of t h e CoM.Ao -
T r i n i d a d & T o b a g o 
Mr» D o u g l a s G a r e l - A c t i n g A g r i c u l t u r a l P l a n n e r = J a m a i c a 
Mr» Hugh S a u l - G e n e r a l M a n a g e r j Guyana M a r k e t i n g C o r p o r a t i o n 
Mro A l l a n Guye - A g r i c u l t u r a l O f f i c e r - D o m i n i c a 
Mr. AoCo A n t r o b u s - A c t i n g M a n a g e r , M a r k e t i n g B o a r d -
St. V i n c e n t " » 
The 1 3 t h AMP M e e t i n g c o n s i d e r e d a l s o t h e f o l l o w i n g a r e a s of 
AMP S t u d y 5 
" ( i ) t h e d e c l a r a t i o n of s u r p l u s e s and d e f i c i t s | 
( i i ) t h e d e t e r m i n a t i o n of p r i c e s » 
( i i i ) p r o b l e m s of t r a n s p o r t a t i o n and s t o r a g e ^ 
( i v ) g r a d i n g s y s t e m s and q u a l i t y c o n t r o l 5 
( v ) p e n a l t i e s , c h a r g e s and s a n c t i o n s » 
( v i ) p a y m e n t f o r s h i p m e n t s | 
( v i i ) t h e e x t e n t of e x t r a - r e g i o n a l t r a d e i n AMP p r o d u c t s ^ 
( v i i i ) t h e r o l e of t h e S e c r e t a r i a t and t h e e f f e c t i v e n e s s of t h e 
m e c h a n i s m of AMP M e e t i n g s " . 
A f t e r w h i c h t h e m e e t i n g a g r e e d t h a t t h e ¥ o r k i n g Group s h o u l d 
c o n c é n t r a t e , i n t h e s h o r t r u n , on d e s i g n i n g a r a t i o n a l p r i c i n g 
f o r m u l a and p r o v i d e d t h e p a r t y w i t h t h i s b r o a d f r a m e f o r i t s 
d e l i b e r a t i o n s ^ 
" ( a ) t a k e i n t o c o n s i d e r a t i o n m a r k e t f o r c e s » 
( b ) be f a i r t o c o n s u m e r s and p r o d u c e r s » 
( c ) p r o v i d e f o r a s y s t e m o f m o n i t o r i n g o f p r i c e s by 
CARICOM S e c r e t a r i a t 5 
( d ) p r o v i d e f o r i n d e x a t i o n of c o s t s » 
( e ) t a k e i n t o c o n s i d e r a t i o n t h e p o s s i b i l i t i e s f o r 
z o n i n g or s u b - d i v i d i n g of t h e R e g i o n a l M a r k e t | 
( f ) s t i m u l a t e s u f f i c i e n t s u r p l u s e s t o a d e q u a t e l y 
s u p p l y p r o c e s s i n g i n d u s t r i e s i n t h e l o n g run§ 
( g ) r e l a t e t o t a l p r o d u c t i o n t o t o t a l demand^ 
( h ) b e a r some r e l a t i o n t o t h e o v e r a l l g o a l s o f 
r a t i o n a l i z a t i o n o f t h e R e g i o n a l A g r i c u l t u r a l 
S e c t o r " , 
-3-
The W o r k i n g P a r t y ' s f i r s t m e e t i n g t o o k p l a c e i n G e o r g e t o w n , 
Guyana 1 7 - 1 8 S e p t e m b e r 1975j , u n d e r t h e C h a i r m a n s h i p of Mr» 0. N u r s e , 
CARICOM, C h i e f C o m m o d i t i e s S e c t i o n , On t h e b a s i s o f t h e a n t e -
c e d e n t s m e n t i o n e d a b o v e t h e W o r k i n g P a r t y a g r e e d t o t h e f o l l o w i n g 
p o i n t s g 
" i ) T h a t t h e f u l l r e p o r t of t h e W o r k i n g P a r t y w o u l d be 
i m m e d i a t e l y c i r c u l a t e d t o G o v e r n m e n t s , and t h e r e p o r t 
w o u l d f o r m t h e b a s i s of t h e W o r k i n g P a r t y ' s s u b m i s s i o n 
t o C o u n c i l a t t h e M e e t i n g of 7 - 1 1 O c t o b e r » 
i i ) T h a t t h e W o r k i n g P a r t y w o u l d meet a g a i n f o r a b o u t 
f o u r or f i v e d a y s b e f o r e November l O , 1 9 7 5 - h a v i n g 
a l l o w e d a s u i t a b l e i n t e r v a l f o r r e a c t i o n of Member 
G o v e r n m e n t s - t o draw up f i n a l p r o p o s a l s f o r a p r i c e 
f i x i n g m e c h a n i s m f o r s u b m i s s i o n t o t h e p r o p o s e d 
J a n u a r y 1 9 7 6 M e e t i n g of C o u n c i l » 
i i i ) T h a t when t h e f u l l r e v i e w of t r a d i n g a r r a n g e m e n t s 
was c o m p l e t e d j and b e f o r e s u b m i t t i n g p r o p o s a l s t o 
t h e C o u n c i l , t h e W o r k i n g P a r t y w o u l d i n v i t e comments 
on t h e s e f r o m r e g i o n a l e x p e r t s and o r g a n i z a t i o n s vvhich 
m i g h t be i n t e r e s t e d ' ' ^ 
The f i r s t m e e t i n g s p e n t some t i m e d i s c u s s i n g m e t h o d o l o g i c a l 
m a t t e r s , r e l a t e d t o t h e g e n e r a l t r a d i n g a r r a n g e m e n t s and t h e 
p r i c e f i x i n g f o r m u l a . The b r o a d i s s u e s d i s c u s s e d w e r e g 
a ) D e v e l o p m e n t of a s y s t e m of t r a d e w i t h t h e minimum 
of i n t e r v e n t i o n i n m a r k e t f o r c e s ^ w i t h o u t d i s -
r e g a r d i n g t h e n e c e s s i t y f o r d i r e c t i n t e r v e n t i o n 
by n a t i o n a l a g e n c i e s t o f u l f i l l a g r e e d o b j e c t i v e s | 
b ) I n a d e q u a c y , w i t h i n t h e e x i s t i n g t r a d i n g i n s t r u m e n t s , 
o f t h e s y s t e m of d e c l a r a t i o n of s u r p l u s e s and 
d e f i c i t s w h i c h r e s u l t s i n a c a l l f o r t h e f r e e i n g 
of t h e s y s t e m of t r a d e » 
c) A l l o w a n c e o f f l e x i b i l i t y i n t h e p r i c e s y s t e m ( w h i c h 
operates on the basis of a mini/max fixed price) to take 
account of market effects, within the limits set between 
minimum and maximum priceS| especially in period of 
scarcity with its tendency to high prices» 
d ) I n a p p r o p r i a t e n e s s o f t h e p r i c e m e c h a n i s m p e r s e a s a 
m e t h o d o f a c h i e v i n g d e v e l o p m e n t ( r e c o g n i t i o n t h a t L D C ' s 
d e v e l o p m e n t r e q u i r e s a d d i t i o n a l s t r a t e g y , i n c l u d i n g 
d i r e c t t r a n s f e r o f r e s o u r c e s ) » 
T h o u g h t h e f i r s t m e e t i n g o f t h e W o r k i n g P a r t y a g r e e d u p o n b r o a d 
g u i d e l i n e s f o r t h e i r f u t u r e w o r k , w i t h i n t h e f r a m e w o r k o f t h e m a n d a t e 
g i v e n t o t h e m b y t h e S i x t h M e e t i n g o f t h e Comm.on M a r k e t C o u n c i l of 
M i n i s t e r s , t h o s e w o u l d n o t b e c o n s i d e r e d h e r e b u t i n l a t e r 
o p p o r t u n i t i e s when t h o s e s t u d i e s w o u l d b e p r e s e n t e d f o r comments by 
'uhft S e c r e t a r i a t e 
1 1 - THE SECOND MEETING OF THE WORKING PAETY ON AMP 
The W o r k i n g P a r t y met i n B a r b a d o s f r o m 2 4 - 2 7 November 1 9 7 5 9 't® 
d e c i d e on a p r o p o s a l f o r a p r i c e f i x i n g f o r m u l a f o r AMP, t o be 
s u b m i t t e d t o t h e C o u n c i l o f M i n i s t e r s i n D e c e m b e r . B e s i d e s t h e 
members o f t h e W o r k i n g P a r t y ~ w i t h t h e e x c e p t i o n o f t h e Member f o r 
D o m i n i c a ~ and some members o f t h e S e c r e t a r i a t , a d d i t i o n a l t e c h n i c i a n s 
f r o m t h e h o s t c o u n t r y and m y s e l f ? on b e h a l f o f E C L A / P o r t o f S p a i n ? i n 
q u a l i t y o f o b s e r v e r s , p a r t i c i p a t e d i n t h e d i s c u s s i o n . 
The S e c r e t a r i a t p r e s e n t e d a t t h i s o c c a s i o n two v e r y g o o d p a p e r s , 
w h i c h f a c i l i t a t e d e n o r m o u s l y t h e t a s k o f t h e P a r t y » The f i r s t o n e , 
e n t i t l e d " T h e AMP, A g r i c u l t u r a l T r a d e and A g r i c u l t u r a l P r i c e s i n 
CARICOM", i s an a n a l y s i s , on t h e b a s i s o f t h e l a t e s t a v a i l a b l e s c a n t 
i n f o r m a t i o n , o f t h e n a t u r e , s c o p e o f t h e AMP a s a t r a d e i n s t r u m e n t , 
w i t h i t s o b j e c t i v e s and l i m i t a t i o n s , w i t h i n t h e f r a m e w o r k o f t h e new 
CABICOM on t h e one s i d e , and on t h e o t h e r s i d e , a b o u t t h e e x i s t i n g 
t r a d i n g p a t t e r n f u n c t i o n i n g a l o n g t h e l i n e o f t r a d i t i o n a l m a r k e t s f o r 
m o s t p r o d u c t s , e x c e p t f o r v e r y f e w new p r o d u c t s . 
- 5 » 
The p a p e r a l s o u n d e r l i n e d t h e e x i s t i n g c o n s t r a i n t s s u c h a s 
a c u t e s h i p p i n g c a p a c i t y s h o r t a g e s , i n s u f f i c i e n t c o n t r o l of 
n a t i o n a l a g e n c i e s o v e r p r o d u c t i o n and m a r k e t i n g due t o s e r i o u s 
w e a k n e s s i n t h e a d m i n i s t r a t i v e s t r u c t u r e , i n e x i s t e n c e or 
i n a d e q u a c y of t h e s t a t i s t i c a l s e r v i c e s of most Member S t a t e s 
t o t h e t a s k s of s u p p l y i n g t h e d a t a r e q u i r e d f o r t h e e f f i c i e n t 
o p e r a t i o n of t h e P r o t o c o l and f i n a l l y l a c k of impact of p r i c e 
l e v e l s on t r a d e and t r a d i n g p a t t e r n s . 
On t h e b a s i s o f t h e f o r e g o i n g p a r t t h e f o l l o w i n g a p p r o a c h 
was s u g g e s t e d by t h e p a p e r § 
" ( i ) T r a d e , e s p e c i a l l y i n p r o d u c t s i n w h i c h t h e r e 
a l r e a d y i s a t e n d e n c y t o l a r g e s u r p l u s e s , s h o u l d 
be a s f r e e a s p o s s i b l e , minimum r e s t r i c t i o n s 
b e i n g a p p l i e d ^ 
( i i ) ¥ i t h i n a b r o a d u m b r e l l a o f p r o t e c t i o n u n d e r 
a p p r o p r i a t e GET a n d / o r a r e g i m e of q u a n t i t a t i v e 
r e s t r i c t i o n s , e s t a b l i s h a r e l a t i v e l y f r e e 
p r i c i n g s y s t e m » 
( i i i ) C o n s t r a i n t h e " f r e e " p r i c e s y s t e m by a p p r o p r i a t e l y 
d e t e r m i n e d c e i l i n g and f l o o r l e v e l s » 
( i v ) S y s t e m a t i c a l l y c l o s e t h e E e g i o n a l M a r k e t by t h e 
u s e of a p p r o p r i a t e t r a d e r e s t r i c t i o n s t o i m p o r t s 
f r o m t h i r d c o u n t r i e s f o r t h e T o u r i s t i n d u s t r y | 
( v ) Zone t h e R e g i o n a l M a r k e t i n s u c h a way t h a t L D C ' s 
may t r a d e w i t h e a c h o t h e r e s p e c i a l l y t o meet t h e 
demands of t h e T o u r i s t i n d u s t r i e s ^ 
( v i ) E s t a b l i s h a s y s t e m o f q u o t a s and n e g o t i a t e d p r i c e s 
f o r a s m a l l b u t f l e x i b l e l i s t of p r o d u c t s , e s p e c i a l l y 
t h o s e w i t h p o t e n t i a l f o r l o c a l p r o d u c t i o n b u t a r e 
now b e i n g imported® T h i s i m p l i e s a GMS-type s y s t e m 
b u t more r a t i o n a l l y o r g a n i z e d and c l o s e l y m o n i t o r e d o 
T h i s s y s t e m c o n s t i t u t e s a s p e c i a l m e a s u r e f o r L D C ' s 
t o t r a d e w i t h MDC's| 
( v i i ) u t i l i z e CARDI and i n p a r t i c u l a r CARDAIS i n t h e p r o c e s s of 
a t t a c k i n g a t f i e l d l e v e l t h e t e c h n o l o g i c a l and s t r u c t u r a l 
p r o b l e m s a f f e c t i n g t h e a b i l i t y t o produce® The r o l e of 
CARDATS c o u l d be d e f i n e d a s t h a t of e n s u r i n g , , 
( a ) t h a t s e r i o u s p r o d u c t i o n s h o r t f a l l s i n 
t h e p r e s e n t s a r p l u s c r o p s do n o t o c c u r 
and t o o v e r c o m e t h e s e s e t b a c k s » 
( b ) t h a t t h e q u o t a t a r g e t s g i v e n f o r t h e new 
c r o i ) s a r e met by t h e p r o d u c i n g LDC a t 
maximum e f f i c i e n c y , 
( v i i i ) To a c h i e v e t h e g o a l s s e t o u t a t ( v i ) a b o v e , MDC's s h o u l d 
s y s t e m a t i c a l l y a g r e e t o p u r c h a s e f r o m L D C ' s t h e a p p r o v e d 
q u o t a s a t n e g o t i a t e d p r i c e s ^ The s y s t e m s h o u l d be so 
d e s i g n e d t h a t t h e MDC's c o u l d a c c e p t e x t r a s e a s o n a l 
s u r p l u s e s and t h a t t h e q u o t a s c o u l d be a d j u s t e d on t h e 
b a s i s of p e r f o r m a n c e » 
( i x ) T h a t a Fund be e s t a b l i s h e d , f i n a n c e d f r o m R e g i o n a l s o u r c e s -
e » g , GET - or h e l p e d by n a t i o n a l s u b v e n t i o n s , t o f i n a n c e 
t h e d e v e l o p m e n t o f i n f r a s t r u c t u r e i n t h e a g r i c u l t u r a l s e c t o r 
i n t h e L D C ' s , T h i s f u n d can be u s e d t o h e l p d e v e l o p a 
s y s t e m of f e e d e r r o a d s , i r r i g a t i o n p r o j e c t s , s e t t l e m e n t 
s c h e m e s , t h e a d a p t a t i o n of t e c h n o l o g y , t h e p r o c u r e m e n t of 
t e c h n i c a l a s s i s t a n c e , e t c . T h i s i d e a r e c o g n i z e s t h a t one of 
t h e i m p l i c a t i o n s of t h e R e g i o n a l e f f o r t i s t h a t t h e r e must be 
some e l e m e n t of r e s o u r c e t r a n s f e r f r o m t h e MDC's t o t h e L D C ' s , 
H o w e v e r , t h i s t r a n s f e r of r e s o u r c e s s h o u l d be c o n c e n t r a t e d 
a s f a r a s p o s s i b l e i n a r e a s t h a t l e a d t o i n c r e a s e d 
p r o d u c t i v i t y i n t h e s h o r t a s w e l l a s t h e l o n g r u n " . 
The p a p e r w e n t on t o g i v e some c o n s i d e r a t i o n o f c e r t a i n e l e m e n t s of 
t h e s t r a t e g y i n c e r t a i n d e t a i l s and i n c o n c l u s i o n i n v i t e d commentSc 
T h i s p a p e r r e v e a l s t o be a good b a c k g r o u n d p a p e r f o r t h e 
e x a m i n a t i o n of t h e p r o p o s e d s t r a t e g y f o r d e t e r m i n i n g AMP 
p r i c e s c o n t a i n e d i n t h e main d r a f t p a p e r s u b m i t t e d f o r d i s c u s s i o n s 
"A Framework f o r D e t e r m i n i n g AMP P r i c e s " » U s i n g t h i s l a s t s t u d y 
a s a w o r k i n g p a p e r f o r t h e d u r a t i o n of t h e m e e t i n g , t h e Chairman 
o r g a n i z e d t h e d i s c u s s i o n s on t h e s u b s t a n t i v e p a r t s » 
D i s c u s s i o n s b e g a n on d a t a a v a i l a b l e a t t h e S e c r e t a r i a t » 
D e s p i t e r e i t e r a t e d r e q u e s t s of t h e S e c r e t a r i a t , up to t h e l a s t 
AMP m e e t i n g ( t h e 1 3 t h i n J a m a i c a ) most o f t h e d a t a w e r e n o t 
f o r t h c o m i n g , and e v e n f o r t h e a c t u a l e x e r c i s e , c o s t of 
p r o d u c t i o n d a t a f o r o n l y two c o u n t r i e s w e r e made a v a i l a b l e . 
L i m i t e d i n f o r m a t i o n on c e r t a i n a s p e c t s of t r a d e i n AMP p r o d u c t s 
e x i s t o T h e r e v;as no d a t a a 'V/ai lable e i t h e r on t o t a l p r o d u c t i o n 
or on a c t u a l p e r f o r m a n c e u n d e r t h e i n s t r u m e n t , a f t e r s u r p l u s e s 
and d e f i c i t s h a v e b e e n d e c l a r e d » 
H o w e v e r , on t h e b a s i s o f a v a i l a b l e i n f o r m a t i o n , t h e 
S e c r e t a r i a t , made some v e r y good o b s e r v a t i o n s on t h e n a t u r e of 
t r a d e u n d e r t h e AMP» 
1 ) D e g r e e of S p e c i a l i z a t i o n i n T r a d e P a t t e i ' n g g 
R e c a l l i n g t h e ECLA S u r v e y i n 1 9 7 4 o f ECCM p e r f o r m a n c e u n d e r 
t h e AMP, t h e p a p e r m e n t i o n e d an i n c r e a s e i n v o l u m e of p r o d u c t s 
t r a d e d i n t r a - r e g i o n a l l y f r o m 5 o l m i l l i o n pounde. i n 1 9 7 2 and 5«1 
m i l l i o n i n 1 9 7 3 t o l 6 « 7 m i l l i o n p o u n d s i n 1 9 7 5 , u s i n g t h e AMP 
a l l o c a t i o n s f o r t h e y e a r May 1 9 7 5 t o A p r i l 1 9 7 6 a s a b a s i s f o r 
s h i p m e n t s t h a t w i l l a c t u a l l y t a k e p l a c e . H o w e v e r , t h i s 
c o n s i d e r a b l e i n c r e a s e ( o v e r 300^) was due t o t r a d e i n w h i t e 
p o t a t o e s , a s J a m a i c a and M o n t s e r r a t w e r e e x p a c t e d t o t r a d e 8»3 
m i l l i o n pounds of t h i s p r o d u c t ( 7 3 ^ of t o t a l i n c r e a s e i n t r a d e 
b e t w e e n 1 9 7 3 and 1 9 7 5 / 7 6 ) » 
The s t u d y r e v e a l s a h i g h c o n c e c t r a t i o n of t r a d e i n a f e w 
c o m m o d i t i e s and b e t w e e n c o u n t f i e s » On t h e b u y i n g s i d e , two 
c o u n t r i e s ( T r i n i d a d and T o b a g o and Ba??badosj p u r c h a s e a b o u t 
of a l l t h e g o o d s t r a d e d u n d e r t h e 
- 8 -
Tr i n i dad b u y s " 1 0 0 ^ of c a r r o t s and s w e e t p o t a t o e s t r a d e d , , i n a d d i t i o n t o 
93^ of w h i t e p o t a t o e s and 80^ of p l a n t a i n s " » w h i l e " B a r b a d o s bxjys 79^ 
of t o m a t o e s t r a d e d and 100^ of p i n e a p p l e s and o r a n g e s " . On t h e s e l l i n g 
s i d e , " S t o V i n c e n t s e l l s 100^ o f t h e s w e e t p o t a t o e s and 9S% of c a r r o t s ' ' ^ 
w h i l e "Jamaica s e l l s 93% of w h i t e p o t a t o e s , B a r b a d o s 97% of o n i o n s and 
D o m i n i c a 55% ®f o r a n g e s " . Even u n d e r t h e GMS t h e o n l y new p r o d u c t 
o f i m p o r t a n c e ( p e a n u t s ) d o e s n o t e s c a p e t h a t same f a t e | t h e p r i n c i p a l 
p r o d u c e r b e i n g S t » V i n c e n t , 
2 ) I n s i g n i f i c a n t R o l e s of Most o f t h e LDG's i n AMP T r a d e § 
What was a d v a n c e d a b o v e l e a d s t o t h e o b v i o u s c o n c l u s i o n t h a t t r a d e 
u n d e r t h e AMP and GMS i s c r i t i c a l t o f e w L.DC' s» H o w e v e r , i t i s 
a c k n o w l e d g e d t h a t a c o n s i d e r a b l e t r a d e i n AMP p r o d u c t s , e s p e c i a l l y 
v e g e t a b l e s , b o t h among L D C ' s and b e t w e e n L D C ' s and MDC's , a c t u a l l y 
t a k e p l a c e o u t s i d e t h e a d m i n i s t r a t i v e c h a n n e l s e s t a b l i s h e d u n d e r t h e 
P r o t o c o l , t h i s t h r o u g h s c h o o n e r s by h i g g l e r s and h u c k s t e r s , 
3 ) A p p a r e n t t e n d e n c y of t h e AMP, u n d e r p r e s e n t c o n d i t i o n s , t o a c t a s 
a h i n d r a n c e t o t r a d e t h a n a s an i n s t r u m e n t f o r i n c r e a s i n g t r a d e i n 
a g r i c u l t u r a l p r o d u c t s r e g i o n a l l y - o b s e r v a t i o n made w i t h s p e c i a l 
r e f e r e n c e t o t r a d e i n p r o c e s s e d and s e m i - p r o c e s s e d p r o d u c t s and a l l o w a n c e 
of i n d i v i d u a l c o u n t r y t o r e s t r i c t i m p o r t a t i o n of s u c h by q u a n t i t a t i v e 
r e s t r i c t i o n s , u n l e s s d e f i c i t s h a v e b e e n d e c l a r e d , 
4 ) S e r i o u s c o n s i d e r a t i o n a b o u t s e c u r i n g g r e a t e r e f f i c i e n c y u n d e r 
more d i r e c t m e t h o d s s u c h a s t h o s e a p p l i e d i n t h e GMS t o t h e s o - c a l l e d 
new c r o p s s u c h a s c a r r o t s , o n i o n s , p e a n u t s and w h i t e p o t a t o e s and a l s o 
t o newer p r o d u c t s w h i c h c o u l d b e o f i m p o r t a n c e t o p a r t i c u l a r L D C ' s , 
5 ) A p p a r e n t l y , MDC's a r e n o t n e c e s s a r i l y t h e l o w e s t c o s t - ^ p r o d u c e r s 
i n s e v e r a l o f t h e p r o d u c t s . 
6 ) S i g n i f i c a n t d i f f e r e n c e s among t h e t e r r i t o r i e s i n r e s p e c t of 
a d d i t i o n a l c o s t o f f a c t o r s t o fairm g a t e money c o s t s and a l s o 
b e t w e e n e s t i m a t e d c o s t s o f p r o d u c t i o n and e x i s t i n g FOB and AMP p r i c e s . 
7 ) A p p a r e n t l y , t h e r e i s no s i g n i f i c a n t c o n s i s t e n c y i n t h e 
r e l a t i o n s h i p s b e t w e e n p r i c e c h a n g e s apd p r o d u c t i o n and t r a d e 
f r o m t h e AMP» 
E x a m p l e s $ 
P r o d u c t 
W h i t e p o t a t o e s 
O u t p u t o f f e r e d 
f o r t r a d e 
c o n s i d e r a b l e i n -
c r e a s e 
Corres-^ 
p o n d i n g 
t o 
C a r r o t s 
O n i o n s 
S w e e t p o t a t o e s 
I I I - MAJOR ISSUES ABOUT A PBICE FORMULA 
more t h a n d o u b l e 
i n c r e a s e of 34^ 
f a l l o f 1 1 ^ 
P r i c e s 
D o u b l e 
I n c . o f 30^ 
I n c . o f 
I n c » of 
A t t h e f i r s t m e e t i n g o f t h e Working P a r t y i t was a g r e e d 
t h a t t h e p r i c e f o r m u l a s h o u l d be a p p r o a c h e d on t h e b a s i s o f a 
c o s t of p r o d u c t i o n b a s e » The Chairman b r o u g h t a g a i n t h i s 
q u e s t i o n i n t o d i s c u s s i o n t o e x p l o r e p o s s i b i l i t i e s o f a l t e r n a t i v e 
b a s e s o L a c k of i n f o r m a t i o n a t t h e S e c r e t a r i a t p r e c l u d e d t h e 
p r e p a r a t i o n of s u i t a b l e c o m p a r a t i v e e x a m p l e s - o n l y two ( 2 ) 
c o u n t r i e s made t h e i r c o s t s o f p r o d u c t i o n a v a i l a b l e , d e s p i t e 
f i r m p r o m i s e s o b t a i n e d a t t h e 1 3 t h M e e t i n g on AMP a f e w months 
agOs 
The main p o i n t s d i s c u s s e d a t t h a t m e e t i n g w e r e t h e 
f o l l o w i n g 8 
1 ) D e t e r m i n a t i o n o f t h e o b j e c t i v e s o f t h e p r i e e s e t t i n g 
e x e r c i s e (a s i n g l e r e g i o n a l c o s t b a s e f o r s e t t i n g a 
s i n g l e r e g i o n a l p r i c e f o r e a c h c r o p j . 
The o b j e c t i v e s a r e g i v e n by t h e S e c r e t a r i a t i n 
w h a t f o l l o w s g t o e n c o u r a g e t h e e x p a n s i o n o f p r o d u c t i o n 
and t r a d e i n a g r i c u l t u r a l c o m m o d i t i e s i n t h e L e s s 
D e v e l o p e d C o u n t r i e s ^ p a r t i c u l a r l y t h o s e w h i c h a r e 
p r e s e n t l y m a j o r e x p o r t e r s o f t h e s e p r o d u c t s i n t r a -
r e g i o n a l l y , or w h i c h may be h e a v i l y d e p e n d e n t on 
e x p o r t s of t h e s e p r o d u c t s , , 
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2 ) D e t e r m i n a t i o n of s t a n d a r d s of h u s b a n d r y and management and l e v e l s 
o f t e c h n o l o g y u s e d i n t h e r e g i o n w i t h a l l t h e d i f f i c u l t i e s t h a t 
t h i s e n t a i l s . 
T h i s s t a n d a r d i z a t i o n r e f e r s a s w e l l f o r v a r i a b l e c o s t s ^ 
a s f o r f i x e d c o s t s . - ^ To a r r i v e a t an FOB p r i c e i t i s assumed 
t h a t a l l c h a r g e s f r o m f a r m g a t e t o s h i p would be a d d e d . 
3 ) A p p r o p r i a t e n e s s of a w e i g h t i n g s y s t e m t o a r r i v e a t a w e i g h t e d 
a v e r a g e . 
4} Use o f p e r c e n t a g e m a r k - u p s or s p e c i f i c m a r k - u p s « 
D u r i n g a t l e a s t t h r e e d a y s t h o s e p o i n t s w e r e d i s c u s s e d . 
W i t h r e g a r d t o t h e f i r s t i s s u e , t h e m e e t i n g s p e n t some t i m e c o n s i d e r i n g 
a l t e r n a t i v e s f o r t h e c o s t of p r o d u c t i o n b a s e b e c a u s e of t h e 
u n a v a i l a b i l i t y of t h e i n f o r m a t i o n and t h e n o n - u n i f o r m e d s y s t e m of 
c a l c u l a t i o n f o r e a c h c r o p t h r o u g h o u t t h e r e g i o n . I s u g g e s t e d t h e u s e 
o f v / h o l e s a l e p r i c e s s e r i e s p a i d by m a r k e t i n g b o a r d s t o f a r m e r s a s t h e 
e a s i e s t a v a i l a b l e s t a t i s t i c a l i n f o r m a t i o n and one w h i c h r e f l e c t s 
b e t t e r t h e c u r r e n t i n t e r n a l s i t u a t i o n of e a c h c r o p and t h e p l a y of 
M a r k e t f o r c e s o Over and a b o v e t h o s e p r i c e s c o u l d be added t h e c o s t 
o f h a n d l i n g t h e p r o d u c t s up t o on b o a r d t h e s h i p s , t o a r r i v e a t a 
f a i r l y good i n d i c a t o r of FOB p r i c e s . In c o n c l u s i o n 1 s u g g e s t e d t h a t 
e v e n i f c o s t o f p r o d u c t i o n c o u l d be o b t a i n e d , an e f f o r t s h o u l d be 
made t o r e t a i n w h o l e s a l e p r i c e a s c h e c k d a t a . The m e e t i n g a g r e e d on 
t h a t l a s t s u g g e s t i o n ^ As no o t h e r a l t e r n a t i v e was o f f e r e d , t h e 
m e e t i n g c o n t i n u e d i t s d e l i b e r a t i o n s on t h e c o s t of p r o d u c t i o n 
a p p r o a c h and e n t e r e d i n t o t h e t e c h n i c a l p r o b l e m s p o s e d by t h i s a t t e m p t . 
~T7 V a r i a b l e c o s t s = l a n d p r e p a r a t i o n - p l a n t i n g and p r o p a g a t i o n -
f e r t i l i z i n g - weed c o n t r o l - p e s t and d i s e a s e c o n t r o l - i r r i g a t i o n -
t r a n s p o r t t o f a r m g a t e - h a r v e s t i n g - c l e a n i n g - g r a d i n g - p a c k i n g / 
b a g g i n g . 
F i x e d c o s t s = D e p r e c i a t i o n - r e n t o f l a n d . 
- 1 1 -
1 ) E s t a b l i s h m e n t of r e g i o n a l s t a n d a r d s 
The f i r s t p r o b l e m d i s c u s s e d had t o do w i t h t h e e s t a b l i s h m e n t 
of r e g i o n a l s t a n d a r d s f o r t h e v a r i a b l e c o s t s or c a s h c o s t s 
( l a b o u r i n p u t s - i n d i c a t i o n of number of m a n - h o u r s f o r e a c h 
o p e r a t i o n and f o r e a c h c r o p - m a c h i n e r y s e r v i c e s and 
p e r i o d i c i t y - f e r t i l i z e r s p p e s t i c i d e s and q u a n t i t y p e r c r o p ) 
and a l s o f o r f i x e d c o s t o ( M a c h i n e r y - e q u i p m e n t and b u i l d i n g s s 
D u r a t i o n » c o s t a t t h e b e g i n n i n g and c o s t o f r e p l a c e m e n t - r e n t 
o f l a n d jo 
2 ) A p p l i c a t i o n of p e r c e n t a g e m a r k - u p s 
The p a r t y d i s c u s s e d some a s p e c t s of t h e a b o v e p r o b l e m s and 
e v e n , a t a t i m e , was c o n s i d e r i n g t h e p o s s i b i l i t y of a p p l y i n g t o 
computed v a r i a b l e c o s t s a p e r c e n t a g e m a r g i n t o t a k e c a r e of 
f i x e d c o s t and a n o t h e r one t o c o v e r g r o s s p r o f i t m a r g i n 
(management income or f e e s , a c c o r d i n g t o c r o p s + r i s k f a c t o r s + 
i n t e r e s t on w o r k i n g c a p i t a l ) . 
As was d e m o n s t r a t e d w i t h t h e p r o p o s a l - A method o f 
d e t e r m i n i n g AMP p r i c e s , - u s i n g c o s t of p r o d u c t i o n e s t i m a t e s 
s u p p l i e d b y 5 e o u n t r i e s , t o i l l u s t r a t e t h e c a s e a t t h e end of 
t h e s t u d y , i t c o u l d be e a s i l y s e e n t h a t s u c h p r o c e d u r e i s q u i t e 
i n a p p r o p r i a t e » B e c a u s e t h e u s e of p e r c e n t a g e s m a r k - u p s on 
v a r i a b l e c o s t s w o u l d i m p l y t h a t a l l t h e o t h e r c o s t s v a r y i n 
t h e same d i r e c t i o n w i t h t h e v a r i a b l e c o s t s » Such a p p r o a c h 
w o u l d i n t r o d u c e an a u t o m a t i c i t y i n t h e f o r m u l a t h a t w o u l d l e a d 
t o a s i t u a t i o n c o n t r a r y t o w h a t i s p u r s u e d h e r e , t h a t i s t o s a y , 
t h e p r o m o t i o n o f e f f i c i e n c y » In t h a t c a s e f i x e d c o s t s and p r o f i t 
m a r g i n s w o u l d t e n d t o be h i g h e r a s v a r i a b l e c o s t s i n c r e a s e , 
r e w a r d i n g t h a t way t h e f a r m e r s w i t h h i g h e s t v a r i a b l e c o s t s and 
t h e r e f o r e r e l a t i v e l y l e s s e f f i c i e n t ; , T h i s h o l d s t r u e f o r t h e 
u s e of s p e c i f i c m a r k - u p s t o d e t e r m i n e l e v e l o f f i x e d c o s t s , 
h a n d l i n g c h a r g e s and incomeo 
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3 ) A w e i g h t i n g s y s t e m 
The p r o b l e m of a w e i g h t i n g s y s t e m was d i s c u s s e d a t l e n g t h . 
Once t h e c o s t s o f p r o d u c t i o n of a l l t h e p r o d u c i n g c o u n t r i e s o f t h e 
r e g i o n a r e d e t e r m i n e d , i t w o u l d t h e n be n e c e s s a r y t o e s t i m a t e a 
s i n g l e c o s t b a s e f o r t h e r e g i o n . The e l e m e n t s s u g g e s t e d a s p o s s i b l e 
w e i g h t s i n t h e p a p e r a r e g t o t a l p r o d u c t i o n or t o t a l c o m m e r c i a l 
p r o d u c t i o n - t o t a l e x p o r t a b l e s u r p l u s e s of e a c h c o u n t r y o r t o t a l 
e x p o r t a b l e s u r p l u s e s of L D G ' s . The p a p e r , h o w e v e r , seems t o l e a n i n 
f a v o u r of e x p o r t a b l e s u r p l u s e s of t h e L D C ' s or t o t a l e x p o r t a b l e 
s u r p l u s e s a r o u n d t h e r e g i o n » 
B e c a u s e o f t h e f a c t t h a t none of t h o s e d a t a a r e r e l i a b l e e n o u g h , 
t h a t i n s e v e r a l c a s e s o n l y one or two c o u n t r i e s a r e s e l l i n g some 
p r o d u c t s and f u r t h e r m o r e t h a t a c e r t a i n b i a s w o u l d l i k e l y be i n t r o -
d u c e d b y t h e f a c t t h a t c o s t s o f p r o d u c t i o n of c o u n t r i e s w i t h l a r g e s t 
o u t p u t s - n o t n e c e s s a r i l y o f h i g h e s t e f f i c i e n c i e s - would h a v e a 
h i g h e r r e p r e s e n t a t i o n i n t h e r e g i o n a l a v e r a g e , t h e i d e a of u s i n g a 
s u i t a b l e w e i g h t i n g s y s t e m was abandoned a t t h e l a s t moment. As t h e 
p a p e r w e l l p u t i t " t h e h i g h e r t h e v / e i g h t s of t h e h i g h c o s t p r o d u c e r s , 
t h e c l o s e r t h e a v e r a g e c o s t a p p r o x i m a t e t h e i r c a s e " | t h u s d e v i a t i n g 
t h e e x e r c i s e f r o m i t s main p u r p o s e , i . e . t h a t o f e n c o u r a g i n g 
e f f i c i e n c y or p r o d u c t i v i t y » The m e e t i n g t h e n a g r e e d on a p r i c e 
i n t e r v a l i n - b e t w e e n t h e e x t r e m e s of t h e s e r i e s o f c o s t s o f 
p r o d u c t i o n of t h e c o u n t r i e s of t h e a r e a t o be p r o p o s e d by t h e 
S e c r e t a r i a t and d i s c u s s e d a t AMP m e e t i n g s » t h e a v e r a g e b e i n g w i t h i n 
t h a t i n t e r v a l . 
4 ) E x a m i n a t i o n o f a model o f c o s t of p r o d u c t i o n 
The m e e t i n g w e n t on t o e x a m i n e a model o f c o s t of p r o d u c t i o n 
f ^ r m , t h e c o p y o f w h i c h i s p r e s e n t e d i n a n n e x » Though some W o r k i n g 
P a r t y members c o n f e s s e d t h e i r i n c o m p e t e n c e i n t h a t m a t t e r , some v e r y 
good o b s e r v a t i o n s w e r e made. On my i n s i s t e n c e , t h e f i r s t o p e r a t i o n 
l i s t e d , l a n d c l e a r i n g , was s u p p r e s s e d b e c a u s e t h e w h o l e o p e r a t i o n of 
l a n d c l e a r i n g - f e l l i n g of t r e e s , s t u m p i n g and t h e l i k e - s h o u l d be 
a m o r t i z e d on a v e r y l o n g p e r i o d of t i m e [25, 50 or 100 y e a r s ) - and 
s u p p o r t e d by a l l t h e c r o p s o r o t h e r f a r m i n g o p e r a t i o n , on t h e l a n d | 
o n c e i t i s d o n e , i t i s f o r e v e r . 
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More oveT} i t w o u l d be d i f f i c u l t t o a s s e s s and a s s i g n a c e r t a i n 
p e r c e n t a g e of t h e t o t a l amount t o one c r o p » Only b u s h o r h e a v y 
g r o w t h c u t t i n g , r e s u l t i n g on l a n d l e t i n f a l l o w , c o u l d be 
c o n s i d e r e d a s l i g h t l a n d c l e a r i n g and p l a c e d u n d e r t h e s e c o n d 
g r o u p of o p e r a t i o n s 8 Land p r e p a r a t i o n s On t h e l a s t p a g e 
I n t e r e s t on Working C a p i t a l ( 1 4 j and Management 1 5 ( a ) w o u l d be 
r e m o v e d and w i l l f o r m p a r t o f g r o s s i n c o m e . H a n d l i n g c h a r g e s 
b y t h e m a r k e t i n g b o a r d s w o u l d h a v e a s e p a r a t e t r e a t m e n t and 
w o u l d be added t o t o t a l c o s t t o f a r m e r s t o a r r i v e a t a FOB p r i c e , 
The m e e t i n g t h e n ? o n t h e b a s i s of t h e s i m u l a t e d e x e r c i s e 
shown a t t h e end o f t h e p a p e r ( p a g e 1 7 ) 9 J i e c a p i t u l a t e d i t s 
f i n d i n g s and o b s e r v a t i o n s » Here a r e t h e c o n c l u s i o n s a t w h i c h 
i t a r r i v e d g 
i ) A g r o u p of t e c h n i c a l e x p e r t s , on t h e b a s i s of t h e i r 
e x p e r i e n c e i n t h e r e g i o n , w o u l d f i x t h e s t a n d a r d s 
f o r t h e d i f f e r e n t i t e m s e n t e r i n g t h e v a r i a b l e c o s t s j 
s o t h a t a p p l i c a b l e r e g i o n a l s t a n d a r d s c o u l d be 
a r r i v e d a t » (Number of t i m e s f o r o p e r a t i o n s - d u r a t i o n -
q u a n t i t i e s o f f e r t i l i z e r o r p e s t i c i d e s p e r c r o p , e t c , ) 
The c o s t w o u l d t h e n v a r y c o u n t r y by c o u n t r y » 
i i ) The same g r o u p w o u l d f i x s t a n d a r d s f o r i t e m s of t h e 
f i x e d c o s t p b u t a s f a r a s r e n t i s c o n c e r n e d } i t w o u l d 
be a c c o u n t e d f o r a s i s t h e c a s e i n e a c h c o u n t r y » 
i i i ) S t a n d a r d s a l s o t o be f i x e d on a c o u n t r y p e r c o u n t r y 
b a s i s f o r m a r k e t i n g and h a n d l i n g o p e r a t i o n s ^ f o r 
s i t u a t i o n d i f f e r s f r o m c o u n t r y t o c o u n t r y 
e s p e c i a l l y i n t r a n s p o r t a t i o n a s p e c t s , 
i v ) P e r c e n t a g e m a r k - u p s r e j e c t e d b e c a u s e i t w o u l d be a t 
t h e a d v a n t a g e of h i g h e r c o s t p r o d u c i n g c o u n t r i e s 
and b r i n g s t o t h e s y s t e m an e l e m e n t o f r i g i d i t y and 
e n c o u r a g e s i n e f f i c i e n c y . 
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v) To arrive at FOB price other factors must be included above 
the basic elements of costs such as an income factor to 
take care of risks, service of management and profit. 
As no arbitrary percentage mark-up could be justified on 
objective grounds, the Working Party drew on the experience of the 
Caribbean Development Bank (CDB). On the basis of a study or research 
carried out by that institution, EC$1»600 per acre for 6 months were 
considered a reasonable income for a farmer on a 5-acre plot, over 
and above what he would earn if he and his family ware the only 
workers on the farm, doing all the operations indicated under 
variable costs. Using this amount as the income factor or gross 
profit margin would complete the exercise of price fixing and the 
operation could be illustrated as followsj 
For each country| 
Variable costs + Fixed Costs + Income + Handling = Total estimated 
FOB price 
However® it was suggested thatg 
i) Standards for cost of production should be revised 
every two or three years^, 
ii) Governments supply estimates annually, and even during off" 
season period to take into account cost/price differentials, 
iii) Statistics on wholesale prices paid by Marketing Boards 
be compiled and supplied to the Secretariat regularly. 
Along with the GIF value of imports from third countries» 
those to be used as check data for AMP/FOB prices. 
NgB. If in confronting the estimated FOB prices with the level 
of wholesale prices in the region substantial discrepancies 
appear, then CARICOM Secretariat would have to address itself to 
the Income per acre base for possible modification to bring the 
FOB price closer to reality, and more in line with regional 
average wholesale prices. 
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Conclusíon 
The Working Party meeting in Barbados made a good and 
fruitful exercise, partly because it is more effective to work 
with a small group of technicians and also because two (2) 
fairly good working papers were submitted by the Secretariat» 
This had helped considerably to orientate the discussions 
on not-an-easy problems a method of price fixing. Subjective 
elements have been eliminated in the mechanics of cost of 
production estimates (by considering the fixing of regional 
standa:pds for variable costs, and to a certain extent, for 
fixed costs) as well as the rigidity or automaticity of 
percentage mark-ups to arrive at unit cost and also át unit 
price f-or each country of the region. Moreover, in the absence 
of a better objective basis, it was suggested and agreed upon 
an income criterion to farm production in the form of a lump 
sum amount per acre¡, judged by a regional institution as 
reasonabloj, instead of a percentage mark-upo Though the 
search for a suitable weighting system in order to arrive at 
a regional FOB price did not yield satisfactory result, the 
set of estimated national FOB prices constitute a range from 
which an interval could be chosen and within which the 
bargaining of an agreed price could take place,, This even allows the 
possibility of fixing a minimum and a maximum price to take 
care of periods of in-season and off-season. Anyway the choice 
of an interval leads to the election of a point within it as 
average regional price which carries implicitly an element of 
incentive because that price tends to be fixed at a level 
closer to the highest FOB price» therefore remunerating the 
most efficient farmers by giving them an AMP price higher than 
their estimated calculated FOB prices 
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12e Transport to Farm Gate 
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c l u d e d aboTre) 
(a) Traetor 
( b ) P l o u g h s B e t c a 
( c ) Otheg Equiprnent 
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